Abstract
INTRODUCTION
Microfinance plays an important role in fighting the multi-dimensional aspects of poverty. Microfinance is an innovation for the developing countries. It provides self-employment opportunity for poor people who are unemployed, entrepreneurs and farmers who are not bankable because of the lack of collateral, very low level of income. It has successfully enabled poor people to start their own business generating income and often beginning to build up wealth. It has the capacity to enhance the socio-economic development of the vulnerable and marginalized people, especially women.
Microfinance is a simple but effective credit tool that enables the most poor to pull themselves out of poverty. It involves advancing small loans to the working poor. These loans are usually less than $200 and made by local organizations called microfinance institutions (MFIs) . Microfinance helps the working poor to establish or expand small businesses that generate additional income for the family use. This extra income allows a poor family to buy food, access healthcare, educate their children, put aside savings and lay the foundation for a better future. Microfinance is one of the best alternatives to generate self-employment. It provides services to the communities who have no collateral to offer against the loans they take but have indigenous skills and strong desire to undertake economic activities for self employment and income generation (Shrestha, 2009 ).
Microfinance increases household income, which leads to food security, the building of assets, and an increased likelihood of educating children. Microfinance is also a means for self-empowerment. It enables the poor to make changes when they increase income, become business owners and reduce their vulnerability.
"Microcredit, or microfinance, is banking the un-bankable, bringing credit, savings and other essential financial services within the reach of millions of people who are too poor to be served by regular banks, in most cases because they are unable to offer sufficient collateral. In general, banks are for people with money, not for people without" (Maanen, 2004) . Microfinance has emerged as an effective poverty alleviation tool because it is based on the fundamental principle that human beings are motivated to do whatever it takes to make themselves as well as possible. (www.grameen-info. org/bank/).
People in the society are not equally capable and skillful. Therefore, an access, opportunity, right to control over resources should provide these people according to their capabilities. Control over loan, loan related activities, and expenditure of earnings are three kinds of benefits that must be equally shared among male and female members in the family. The question arises whether loanees share the benefits or not. Simojoki (2003) analyzed the impact of micro-finance and opportunities to female microentrepreneurs in the informal sector in Nairobi, Kenya with the objective of clarifying how micro-entrepreneurs have benefited from credit and financial services. The study showed the inter-relationship among social and economic empowerment. Income generating activities were necessary for women. Control over credit and business has shown as an important indicator of empowerment. Related activities play an important role for the success of any microfinance program and their ability to contribute to women empowerment. Microfinance with neo-liberal priorities could help them for self-confidence and substantial tools to improve their lives. The most important part in effective microfinance is women's participation and the strengthening of their sense of responsibility. The author suggests that an explicit policy of empowerment and related activities need microfinance programs for women empowerment. The government should promote various opportunities and fight against the exploitative features of the informal sector.
ADB (2001) shows the potential demand of microfinance services in the region for poverty reduction. This report has tried to present the review of its microfinance (MF) during last decade. The three background papers (Leading Issues in Microfinance; Supervision and Regulation of Microfinance Institutions; The Role of Central Banks in Microfinance) were prepared for the workshop summing up in different but interrelated aspects of MF in the development process. The paper highlights the importance of MF services that it could enable the poor gradually to build up their assets, develop their enterprises, enhance their earning capacity, smooth on consumption and manage their risks better. The paper has focused on the policy environment; the improvement of financial infrastructure; overcoming the inadequate institutional capacity of MFIs; the support of pro-poor innovative programs and development of financial technology areas in the draft strategy. Charitonenko and Silva (2002) has analyzed the progress toward commercialization of microfinance industry in Sri Lanka in their report on Commercialization of microfinance. They have emphasized to explore the remaining challenges and the implications, prospects, and positive approaches to the commercialization of microfinance. The researchers pointed out the growing realization that commercialization allowed MFIs greater opportunities to fulfill their social objectives of providing the poor with increased access to a whole new array of demand-driven microfinance products and services. The report considered commercialization of microfinance at micro as well as macro levels. The microfinance industry in Sri Lanka was at an early stage of commercialization. Microcredit market dissemination appeared high at about 80 percent. Based on household data and the current savings average outstanding microloan amount of $193 and their microenterprises estimated to be around $254.9 million with 2.3 million microloans. At the end of 2000, MFIs had approximately $202.3 million outstanding in 1.65 million microloans. In Sri Lanka, cooperatives are the dominant microfinance providers and the movement continues to influence how NGOs deliver microfinance. While many cooperatives were sustainable and their performance varies, more than one third of the supply was provided through government programs, which can be considered supply-led and not commercially viable. Fernando (2006) explained that the MFIs charging high prices to cover costs for any business was an essential practice. His study reports that the highest interest rates charged by most of the MFIs in the region ranged from 30 percent to 70 percent a year on a reducing balance basis. The question arises why microcredit rates are so high? Because of these four key factors: the cost of funds; the MFI's operating expenses; loan losses; and profits needed to expand their capital base and fund expected future growth, determined the rates. Imposing ceiling on microcredit interest rates was not the permanent solution of the problem, although lower microcredit interest rates will help to increase the availability of affordable finance for poor household. The study has shown evidence in the Asia Pacific region, which strongly supports the view that liberal interest rate policies fuel the growth of the microfinance industry. More than 50 million poor people have access to microcredit from formal and semi-formal institutions in the region. The study has explained in detail about the general impact of ceilings on microcredit interest rates such as, short term, medium term and long-term effects on supply as well as in demand side. In those countries where interest rate ceilings have been a major characteristic of the market, growth of outreach had been disappointingly low. In most of the developing economy, the best available investment opportunities for a majority of poor households involve those with moderate returns. Household in this category cannot be expected to have the same ability to service loan taken at high interest as those who realize high returns on their investments. Similarly, poor households need credit to meet expenditure on health, education and many lifecycle events. Policy makers can oppose requests to impose rate ceiling that will slow down the growth of the MFI industry and result in reducing the supply of microcredit and other financial services, harming rather than helping poor and low income households. (2004) conducted a thematic research study on the "Impact of Microfinance Services on Poverty Reduction in Nepal". The main objective of the study was to find out the overall impact of microfinance services on poverty reduction in the country. The study focused on (i) outreach of microfinance, (ii) access, use and contribution of microfinance, (iii) micro-enterprise development, (iv) managing risks and vulnerabilities by clients, (v) empowerment of women, and (vi) poverty reduction.
INAFI SAP-Nepal
Both primary and secondary data were used for the analysis. In the study, both 'before and after' and 'with and without' approaches were used. The major finding of the study was the positive impact of microfinance on poverty reduction. Microfinance enabled the poor to enhance their access to financing for income growth and welfare improvement through micro-enterprise development and increased ability to address vulnerability and economic empowerment; Microcredit was used for production (66%) and the remaining for consumption. Microfinance contributed to reduce poverty in client households. Respondents increased their incomes by 56 percent after participation in the microfinance programs. Beneficiaries have increased slightly more financial, physical and human capital than non-clients; Microcredit has served to lessen their dependency on moneylenders, reducing the average interest rate burden especially for the poor; Microcredit has promoted micro-enterprise activities, which in turn have increased wage and self-employment opportunities for the beneficiaries and the community people. There is great need to expand the MFIs in high hills and mountains, where the majority of poor lives.
Bashyal (2005) studied and evaluated the impact of microfinance program on poverty reduction in her Ph.D. dissertation entitled "Impact of Microcredit Programs on Poverty Alleviation in Nepal: A Case study of Rupandehi District". She gave more emphasis on her study that women will not be empowered until and unless they get benefited both qualitatively and quantitatively with the promotion of gender equality. Overall objectives of the study were to evaluate the socio-economic impact and implications of microfinance on poverty alleviation through empowering women, and also evaluate the impact on natural resource management. The Nirdhan Utthan Bank Limited (NUBL) situated in Rupendehi district, Bhairahawa, was selected for the purpose of case study. This study assumed that microfinance can reduce both income and human poverty over a period of time. If women are empowered economically and socially, they can increase their skill and confidence level to think of themselves as equal to men.
Shrestha (2010) analyzed the Microfinance and social Mobilization in the context of ADBL (Agricultural Development Bank, Nepal) in promoting SFCLs (Small Farmers Cooperative Limited) in his book entitled "Financial Performance of Small Farmers Cooperative Limited in Nepal." Considering the positive outcome of SFDP in terms of targeting the poor for their overall well-being, expansion of the program was highly demanded in rural Nepal to deliver services to the poor and disadvantaged groups. Social mobilization is also equally required in order to improve and maintain the better financial performances of SFCLs.
Microfinance and its contribution in the economy are significant. This sector contributes to reduce poverty, unemployment and inequality. This sector is self employment generation and tries to raise leaving standard of people. Very few researches have been carried out in the case of developing countries like Nepal. But some effort has been made to find out the problem and these efforts are not sufficient. So a fresh and new research is significant.
OBJECTIVE OF THE STUDY
The main objective of the study is to evaluate the Economic impact of microfinance in Nepal with special reference to Manamaiju VDC.
RESEARCH METHODOLOGY
A number of steps were followed to accomplish the present study.
Research Design
This paper aim to analyze the economic impact of the respondents with the help of some determinant variables: loanee's income, household income, household consumption, Savings, household assets, improvement in living standards, accessibility to credit, initiation of income generating activities.
In social science research, field work is the central and important method for collecting the primary information. Secondary information also plays an important role while analyzing and giving inference of some empirical knowledge (Adhikari, 2011) . The study is based on both primary and secondary data. Both qualitative and quantitative approaches were used for data analysis. The study has analyzed and compared the various indicators of economic status between loanees and non-loanees. As far the primary data is concerned, structured questionnaire was used to collect data.
Sampling Design
The present study is an economic impact study of microfinance program of Women Support Cooperative Limited (WSC) in Manamaiju VDC of Kathmandu district. The study has been conducted to examine and compare the conditions of respondents (loanees and non-loanees) of the microfinance program before and after being a member of WSC. The word loanees stand for loan users and non-loanees stand for savers only. The study has also examined the respondents' before and after conditions of the health and education level of their children.
Size of Sample
There are 21 centers (Women's Support micro-credit centers) within the Manamaiju VDC. Among the 541 members in the 21 centers, 348 were loanees and 193 were nonloanees. Sample comprises all 21 centers of the Manamaiju VDC. A 33 percent of the total population has been taken as a sample. The sample size was 186 which included both 121 loanees and 65 non-loanees. The information was taken within three months period from January 1, 2012 to April 1, 2012. SPSS software package has been used to calculate Chi-square test, t-test.
EMPIRICAL RESULT AND DISCUSSION
The analysis of data and discussion on the outcomes are made under different subheadings.
Economic Status of the Respondents
Under the economic status, respondent's household income, land-holding sizes, type of occupation are the main variables considered for the study. Table 1 show that loanees and their family have more landholding than that of nonloanees. Loanees and their family members (household) own 3.6 ropani of khet and 2.9 ropani of pakho lands. On the other hand, non-loanees and their family hold only 2.96 ropani of khet and 2.0 ropani of pakho lands. The table indicates that the loanees were better off than the non-loanees. However, these lands situated in hilly areas were the property of joint-family. After migrating to the valley, there remains very little opportunity to use them. Table 2 reveals that respondents were engaged in more than one occupation for earning their livelihood. Main occupation of local respondents of the surveyed area was agriculture (including food grain and vegetable farming). The migrant respondents were usually engaged in trade/business, wage labor, and service. By observing Table 2 , it is seen that 14 loanees were engaged in cottage industries before they began participating in the MFI. The number of loanees increased to 21 after they joined WSC. This means that the cottage industry as an occupation of the loanees, increased by 50 percent. It is noticed that there was a remarkable increase in respondents' enterprise activities.
Average Land Holding Size

Major Sources of Loanees' and Non-loanees' Household Income
This is interesting to note that remittance-earners were observed to be the husbands of loanees. Those (remittance receiving) loanees had joined the institution not primarily to undertake any ventures but to get social companionship. It was also observed that these types of loanees used to buy luxuries with the loans and made paybacks with the remittance money which was sent by their husbands regularly.
The non-loanees were not credit-taking group; rather they were depositor/savers. So their sources of income were independent of WSC. Hence, a comparison of changes in the sources of incomes between loanees and non-loanees would make an interesting analysis. The sources of household income for loanees before they joined the WSC were 180, which became 215 later on (an increment of 19.44 percent). Similarly, with the non-loanees there were 102 sources, which became 105 during the period (an increment of mere 2.94 percent). Table 3 reveals the sources of loan payment of the user of fund. The loanees business was running in profit. They could repay their bi-weekly loan installment from their own business. Majority of loanees (84.30 percent) have been paying their installments from the same business whereas only 12.40 percent were using household income for repayment purpose. Table 3 reflects their level of independency and increased positive attitude towards their business. Some loanee's repayment was made from relatives and/or friends. Table 4 reveals on the purpose of borrowing from WSC. Microfinance service in Manamaiju VDC is becoming very popular day by day. WSC has been providing loan for undertaking income-generating activities like trade/ business, poultry farming, manufacturing, agriculture farming, and livestock farming. Some amount of the loan is used for purchasing assets, household consumption, foreign employment, and repayment of loans. Out of 121 loanees only 4 people had taken loan for consumption purpose. The rest 117 took loans for productive activities. Amount demanded for the purpose of first loan was shop/business, which stands higher (57.02 percent) followed by poultry (duck) farming (12.40 percent) whereas second loan was demanded by 61.70 percent of loanees for shop/business and poultry (duck) farming by 12.77 percent. This proves that these micro credits were not only used productively, but they themselves induce taking further credits. This means the loanees entrepreneurial capacity and the intention to grow has been positive. One loanee was seen indulging himself in wine making activity, which is not a legal activity. No loan has been given in this category.
Sources of Loan Repayment
Purpose of Borrowing
Economic Impact Assessment of Microfinance Program
Economic impact assessment refers to the effects of MFP on respondent's economic aspects. The program helps not only the loanees but also their family members and the community. The impact assessment is made here on different headings.
Average Household Expenditure of Loanee's by Expenditure Item
There has been a considerable increase in the household expenditure of WSC members (loanees) after participation in the micro-credit program. The expenditure a propensity of the households is highlighted by means of Table 5 . The average household expenses on food had increased after the people joined WSC (from Rs. 87,921 to Rs. 119,636) reflecting an increase by 36.07 percent. After participating in WSC, the changed percent of loanee's expenses in health treatment of own and their family members had reached up to 114.46 percent. Similarly, the clothing expenses changed by 61.54 percent. Table 6 compares the same household expenses in another statistical format, the paired t-test. With the participation at WSC, the minimum income level increased by 461 percent. The median value increased by 48.99 percent whereas the maximum expenditure rose only by 10.13 percent. As a result of increased economic standard, the amount of annual expenditure on food and non-food items has increased.
At 5% level of significance, Table 6 shows that there is a significant difference in average expenses between before and after joining the WSC by households for all items food, clothing, child education, social activity and health treatment (except pure drinking water). Similarly, there is a significant difference in average expenses between before and after joining the WSC by household for overall expenses.
The Utilization of Profit Earned by Loanees
Activities undertaken with micro-credit provided by the WSC have been contributing to increase the household income of the loanees. The credit amounts have been invested in various sectors and these investments have proved to be profitable ventures. Table  7 shows the loanees' reinvestment of additional income generated from their MFI ventures.
An enormous 64.46 percent of loanees had given first preference to reinvesting in their own business. When asked to rank their second preferences 42.15 percent answered that they would spend it in household expenses. The third preference was given to children's education (9.09 percent in first rank and 20.66 percent in second rank preferences). Table 7 shows that reinvestment in business and savings accounted together for 74.38 percent of use of profits. Loanees were independent to use their profit amount according to their wish and preferences. Similarly, they were very conscious about expanding their business. Table 8 offers the Chi-square test results on the purpose of loan utilization. Since p-value (<0.05) of Chi-square of all type of utilization of income is less than 5 percent level of significance except for saving, the null hypothesis that all three rank of each type of utilization of income has equal proportion is rejected. Thus, it is concluded as follows: Reinvestment in present business has the highest frequency for first rank and frequencies decrease for second rank and third rank accordingly; Daily household needs, has the highest frequency for second rank and frequencies decrease for third rank and second rank accordingly; Children's education has the highest frequency for third rank and frequencies decrease for second rank and first rank accordingly.
However, saving has an insignificant p-value. It means that loanees have not given different frequencies for their ranking as first, second and third. Table 9 indicates the savings trends of respondents (loanees and non-loanees), which they deposited in the center meeting (group meeting) of WSC. The total average saving of loanees has recorded fewer amounts compared to that of non-loanees. Similarly, loanees' minimum as well as maximum savings amount is also shown lesser with comparison to non-loanees. It exhibits that non-loanees were more capable to save, which means loanees were poorer than non-loanees. Some of the descriptive statistics on saving of the loanees and non-loanees in the surveyed area is shown in Table 9 . The figures in Table 9 show that average saving of non-loanees (NRs 11,121) is higher than that of loanees (8,633.30) . That can be anticipated as the household with higher saving tend to borrow low. That means, if a household has sufficient saving to mitigate the risk it could face, there is less likely the chance that household will be borrowing from the MFI. The median figure, however, shows less variation of saving between loanees and non-loanees. This indicates that average figure could have inflated due to presence of outlier households. That is, few households have excessively higher amount of saving. This result also reflected on standard deviation.
Current Savings Status of Loanees and Non-Loanees
CONCLUSION
Level of income was one of the indicators used to test the change in living standard of loanees. It was reported that 98.00 percent of the loanees said that they are earning profits. On an average, each of the loanees (except two) has earned NRs. 98,941 as a profit. However, 79.33 percent of the loanees have earned profits up to NRs. 1, 50,000. It reveals that the loan became highly effective for the loanees. It is an indicator of the fact that the program has highly positive impact on the loanees' economic status. Compared to the average profit (NRs. 98,941) the ratio of profitability of loan was 416.56 percent. This shows that the micro credit program has been very successful in the survey area.
Thus to alleviate the poverty in the country, microfinance became an effective tool. In this context, the study area (Manamaiju VDC) was selected where WSC has implemented the first microcredit program to uplift the socio-economic status of the women of that area. Consequently, the following findings are arrived at from the study:
The economic status of loanees has improved consequently than when they started small business with loan in the earlier days. Moreover, it was found that their socioeconomic status was higher than that of non-loanees. From all these we can conclude that microcredit is an effective tool for raising the socio-economic status of the poor people, particularly the women.
As revealed by the study, the loanees were demanding that the loan size should be increased; effective means should be developed to identify the poor and target them for loan, training, and regular follow up should be conducted. The outreach of the institution should be enhanced. Modern technology should be applied to increase the efficiency and to provide service in remote areas. The study reveals that economic status of women has risen due to income generating activities and they were socially empowered due to group solidarity created by microfinance program. They can raise voice against gender discrimination.
